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PARTI 


1. MAYORAL REPORT 

2019/2020 BUDGET BY THE HONOURABLE MAYOR OF TSWELOPELE LOCAL 
MUNICIPALITY, COUNCILLOR FT MATSHOLO DELIVERED AT BULTFONTEIN TOWN HALL 
ON THURSDAY, 27 JUNE 2019 


Madam Speaker 
Honourable Councillors 
ANC Regional Chairperson 
ANC Deployees 

Leaders of All Other Political Parties 

Acting Municipal Manager 

Director Technical Services and Managers 

The Leadership of Business, Labour and Civil Society 

Residents of Tswelopele Local Municipality 

Distinguished Guests 

Acknowledge my warm and heartfelt greetings to you. 

Honourable Speaker, before I proceed, allow me to acknowledge the presence of the Pastors who 
have graced this occasion. 

INTRODUCTION AND OPENING REMARKS 

Thank you once again for affording me the honour to present the Medium Term Revenue and 
Expenditure Framework for 2019/2020.1 deliver this Budget Speech on the 25thAnniversary of the 
birth of our Democracy. An important moment where we reflect on the journey we have undertaken 
as a nation. It is a journey that has been characterised not only by pain and suffering that our 
people have endured, but by their collective unsurpassable spirit and relentless pursuit for a better 
South Africa. 

Honourable Speaker I deliver this Budget Speech fifty days after the sixth National Elections 
wherein the South African Nation has exercised their Democratic Rights and gave the ANC another 
five year lease to lead them again. It is important to mention that in this democratic elections 
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Tswelopele Local Municipality has once again performed well and is number one in the country 
and the province. We therefore want to pass our sincere gratitude and appreciation to the 
community of Tswelopele. We promise to strive to provide exceptionally good municipal services 
to them. 

Honourable Speaker and Councillors the 2018/19 Financial Year was not easy for the municipality 
and the country at large. The Free State Provincial economy has not recovered from the 2009 
recession. Both the recession and effects of drought are felt by our communities on the ground. 
We have seen some businesses closing like SPAR in Bultfontein and some farmers being forced 
to retrench farm workers and eventually selling their farms. We have seen more than three 
thousand job losses in the last quarter of the 2018. All these had a negative financial impact for 
the municipality which has a bearing in service delivery. 

Honourable Speaker and Councillors at large we need to acknowledge the challenges we are 
facing as the municipality. In so doing, we will speedily realise the need to develop strategies that 
will respond to these challenges. 

OUR CHALLENGES 

Our immediate challenges in service delivery include: 

1. Curbing water losses and electricity losses to the acceptable level 

2. Sealing of potholes and rehabilitating road network 

3. Sustainable waste collection on a regular basis 

4. Sustainable revenue collection 

These are few examples of service delivery challenges which require our urgent attention. Our 
efforts and response in this regard are always measured by the watchful eye of our communities. 

The culture of non-payment of services by the community has become one of the foremost 
challenges facing the municipality today, the President of the country Matamela Cyril Ramophosa 
in his speech also called for a culture of paying for services rendered. 

The other challenge the municipality is faced with is increase in consumer debtors because of non¬ 
payment of services by communities. Accordingly, no Councillor should owe the municipality for 
services. Arrear debt should be paid immediately to reflect only the current account as at 30 June 
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2019. Municipal officials are given two months to settle their arrear municipal accounts to be up to 
date. 

The non-payment of services, translate to increase in creditors (as we are unable to pay creditors 
when they become due). The none-payment of suppliers within 30 days may have detrimental 
effects to SMME and may also work against progressive policies such as the policy on Radical 
Economic Transformation. 

The reviewed IDP and Annual Budget I am tabling here today for approval, are the tools that will 
guide us in becoming responsive to the needs of the communities we serve as well as addressing 
the challenges we face as the municipality. 

BUDGET PROCESS FOR 2019-20 

The IDP and Annual Budget review process started with the approval of timelines in August 2018. 
The Process unfolded accordingly as per the requirements of the Municipal Systems Act and 
Finance Management Act, till this Council approved the Adjustment Budget and Draft Budget in 
February and March respectively. 

The municipality exists to serve the interest of our communities. Legislation in this regard calls 
upon the municipality to consult communities on developmental issues within the municipal area. 
This is the reason why, this Council did not adopt the annual budget on 31 May 2019. We needed 
to consult our constituencies. 

Honourable Speaker, in compiling the 2019/20 annual budget... 

We have followed the Municipal Finance Management Act, the Municipal Systems Act, 
Municipal Property Rates Act and other legislation that regulates this process. 

We have observed the requirements of the Municipal Budget and Reporting Regulations; 
We have taken cue from the National Treasury Budget Circulars; 

We have consulted with strategic institutions such as NERSA; 

Most importantly, we have consulted the Community of Tswelopele and all stakeholders 
that will be affected by this budget. 

ALIGNMENT BETWEEN NATIONAL AND PROVINCIAL PRIORITIES 
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The Municipality cannot change the lives of our people and pursue the developmental agenda in 
isolation from the other spheres of government. In this regard, our plans and strategies must take 
cue from the State of the nation Address by the President as well as the State of the Province by 
the Premier of the Free State. 

We are committed as the municipality to... 

1. Improving access to sustainable basic services, 

2. Fighting poverty amongst our communities 

3. Creating employment opportunities through government programmes 

4. Creating a conducive environment for our people to participate 

5. Providing land (both business and residential purposes) to our people. 

Plonourable Speaker the municipality has a programmes that talks directly to these objectives. The 
following are some of the key projects (which have been budgeted for) That impact positively in 
the lives of the residents of Tswelopele local Municipality. 

1. Poverty alleviation programmes 

2. Pauper Burials 

3. HIV/AIDS campaign. 

4. Provision of free basic services to registered indigent households. 

5. Creating employment opportunities in our infrastructure roll out plan. 

Plonourable Councillors and the community at large, the 2019/20 medium term budget I am 
presenting here today attempts to strike a balance between financial sustainability of the 
municipality (in light of the prevailing economic conditions within the municipality) as well as 
maintaining service delivery imperatives to ensure that basic services are provided in a sustainable 
manner. 

In this regard, I would like to extend my sincere gratitude to all the residents and businesses who 
continue to sustain this municipality by paying for their services. It is my ardent wish that you 
continue with this good practice as responsible residents of Tswelopele Municipality. 

Madam Speaker, the underlying principles of this budget are as follows: 

1. Strengthening financial management and accountability within the municipality; 

2. Striving for financial sustainability by ensuring that the expenditure is aligned to the 
revenue; 

3. Observe the cost containment measures and eliminate spending on non-core services; 
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4. Ensuring that the municipality generates enough revenue to ensure positive working 
capital. 

Operating revenue budget 

Honourable Speaker, full details on allocations for each of the departments are contained in the 
budget book (agenda) circulated to Councillors. At a high level, the operating revenue budget of 
the Municipality is R156.1 million. This revenue is generated from the following major revenue 
sources: 


Property rates 

Service charges for electricity 
Service charges for water 
Service charges for sanitation 
Service charges for refuse 


R16 million 
R39.5 million 
R9 million 
R6.7 million 
R4.5 million 


The municipality is also receiving about R77.6 million in terms of the operating grants and 
subsidies. Included in this amount is Equitable Share which is also used to subsidise the registered 
Indigent Households and Financial Management Grant which is used to build capacity within the 
Budget and Treasury Office including employment of the Financial Management Interns. Other 
revenue sources are indicated in the budget document which is before Councillors. 


Tariff structuring 


Madam Speaker, the Municipality annually reviews its tariffs in line with the Municipality’s Tariff 
Policy. The policy provides a broad framework within which Municipal Council can determine fair, 
transparent and affordable service charges that also promote the sustainability of service 
provision, taking into account the social, economic and financial imperatives of the Municipality. 


We have learnt of the deficiencies on tariff structuring within the municipality. This has led to the 
municipality’s tariffs not being cost reflective. The need has aroused for the municipality to 
gradually address this deficiency and we agree that it cannot be a once off endeavour. 


Accordingly, tariff increase for the 2019-20 financial year is in line with the inflation. Our tariffs will 
increase with 6.5% on trading services (water service; refuse service; sanitation). Property rates 
and other services will also increase with 6.5%. Honourable Councillors, the National Electricity 
Regulator of South Africa has approved a tariff guideline of 13.07% for municipalities on electricity. 
The municipality has applied for 13% and the approval is still pending from NERSA (expected on 
Friday, 28 June 2019). Tariff to be implemented will be in line with NERSA’s approval. 
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A detailed tariff list is attached to the budget document and I urge both Councillors and 
Communities to familiarise themselves with the contents therein. 

Operating expenditure budget 

Honourable Speaker, the economic turmoil within in the country and specific to our municipality 
forces us to do more with less resources. Accordingly, I submit to this Council, an operating 
expenditure budget of R188.7 million. The major components of the expenditure are as follows: 

Employee related costs R66.1 million 

Remuneration of Councillors R6.7 million 

Bulk purchases (water and electricity) R39.1 million 

Finance charges R3.1 million 

Included in the total operating expenditure budget is R32.9 million of non-cash items (Debt 
impairment and depreciation at R6.1 million and R26 million respectively). After accounting for 
other expenditure, the annual budget of the municipality is funded in line with the requirements of 
the Municipal Finance Management Act. 

Capital expenditure and funding 

• Construction of Toilet Structure - R 1 257 000.00 

• Construction of Toilet Structure - R 6 073 000.00 

• Upgrading of Sports fields - R 419 000.00 

• Construction of Cricket Pitch (on final Phase) - R 323 000.00 

• Construction of 2km paved Road and storm water - R 550 000.00 

• Construction of 1.3km paved Road and storm water - R 5 022 000.00 

• Construction of High Mast lights - R 1 544 000.00 

The budget is funded mainly from Municipal Infrastructure Grant at R22.6 million and a small 
portion from internally generated funds. Honourable Speaker, we have noted with a concern that 
the municipality is unable to fund capital expenditure from its on internally generated funds. In this 
regard, we request the communities to improve their payment rate so that we can raise enough 
capital to pursue infrastructure development. 

ACHIEVEMENTS 
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Madame Speaker the government in its endeavour to build economy understands that road 
infrastructure plays a critical role. The municipality has completed the 2 kilometre paved road in 
Phahameng and as a result of good work performed by the municipality on the road, we got the 
funding for additional 1.3 kilometre paved road extending from the 2 kilometre road completed. 
This road is currently under construction and is expected to be completed in the 2019/ 2020 
financial year. 

The country is facing serious challenges of water shortages due to draught and subsequently our 
municipality has been declared draught area. Focus has been directed to water by fighting the 
leakages in our townships in order to limit the water losses through the assistance of the district 
municipality. We completed Phase 2 upgrading of bulk water infrastructure with intend to increase 
the capacity if our water purification plan and bulk water supply. 

We allocated sites to our people in the townships with the intention to eradicate informal settlement 
and improvement of quality life for our communities. We managed to formalize 499 sites, 616 sites 
in Ploopstad and extension 9 & 10 in Bultfontein. We are currently connecting sewer network and 
building of toilets at 499 sites in Ploopstad and the project is intended to be completed in 2019/ 
2020 financial year. 

The municipality has constructed a cricket pitch in Bultfontein and the project currently is 90% 
complete. This project aims to promote sports in our previously disadvantaged communities. This 
will assist in reducing crime in our arrears as the focus of our youth will be directed to sports and 
recreation. 

We have constructed 832 RDP houses with the assistance of the provincial department of human 
settlement. The project is completed and we are currently negotiating with the department to 
allocate more RDP houses for us to be able to address a backlog for Tikwana and new 
developments. We have issued 377 tittle deeds for Tikwana residents and 150 tittle deeds for 
Phahameng residents. We embarking of issuing of additional 120 tittle deeds to Phahameng and 
identified households in Tikwana. 

We are committed to clean environment in our areas, we committed as the Municipal Council that 
all the councillors will be supplied with protective clothing and every Friday will conduct cleaning 
campaigns in order to promote clean environment. This will be done in line with Thumamina 
presidential campaigns. Councillors are requested to effectively contribute to the success of this 
campaigns. 

CONCLUSION 

Madam Speaker to prepare a budget that will stand up for scrutiny requires an ability to take 
advises from many quarters to analyse them and test them. 
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Amongst the sources of ideas, is the broader public consultation and engagement in the process 
and taking ownership of the budget. This year all stakeholders have shared their ideas with us and 
can assure you their inputs have been taken into consideration. This includes: 

1. Prioritising basic infrastructure as opposed to social services 

2. The need for installation of pre-paid meters 

3. The rehabilitation of roads 

4. Promotion of the local economy 

5. Provision of job opportunities 

6. Curbing the losses on both water and electricity 

7. Community safety 

After having considered all the proposals, I am privileged to present this annual budget as a 
statement of collective responsibility for Tswelopele Local Municipality 
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2. BUDGET RESOLUTION BY COUNCIL 


3 / 06 ANNUAL BUDGET: 2019 / 2020 FINANCIAL YEAR 

MINUTES: SPECIAL COUNCIL MEETING DATE : 27 JUNE 2019 


1. PURPOSE 

This item is submitted to Council for consideration of the Annual Budget for the 2019 / 
2020 financial year as required by the Municipal Finance Management Act, 2003 [Act 56 
of 2003], 

2. BACKGROUND 

In terms of the Municipal Finance Management Act, 2003, Act 56 of 2003, section 24 
(2)(a), the annual budget of the Municipality must be approved before the start of the new 
financial year, section 24 (2)(b), annual budget is approved by the adoption by the council 
of a resolution referred to in section 17(3)(a)(i) and section 24 (2)(c) annual budget of 
the Municipality must be approved together with the adoption of resolutions as may be 
necessary. 

It is crucial that the Council approves the annual budget before the start of the financial 
year [i.e. approval must be done by the latest 30 June 2019]. Failure by 
Council to approve the annual budget before the beginning of the financial year would 
mean that the Mayor must report to the member of the executive council 
responsible for local government in the province, highlighting the reasons why the 
budget could not be approved. 

3. STAKEHOLDERS CONSULTED 

♦ None. 

4. LEGAL IMPLICATIONS 

♦ Compliance with Municipal Finance Management, 2003 [Act 56 of 
2003.]. 

♦ Compliance with Municipal Budget and Reporting Regulations. 

5. STAFF IMPLICATIONS 

♦ None. 

6. FINANCIAL IMPLICATIONS 

♦ Approval of the item as submitted will constitute the tabled budget for 
the 2019 / 2020 financial year. This budget is yet to undergo 
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community consultation processes and the final budget will be approved 
by Council on the latest 30 June 2019. 


♦ The following are the proposed tariff increases for 2019 / 2020 


financial year: 

■ Property Rates for all other properties : 6.50% 

■ Property Rates for agricultural properties : 6.50% 

■ Water : 6.50% 

■ Refuse : 6.50% 

■ Sanitation : 6.50% 

■ Electricity : 13.00% 


♦ All other tariff increases are per the Tariff List of the Municipality as 
tabled during March 2019 with the exception of the electricity tariff. 

During March 2019, when the annual budget was tabled to Council, 
the guideline from NERSA was not yet received / published. Accordingly, 

a tariff increase of 8.50% was considered. However, NERSA has 

subsequently published the guideline which the municipality must 
consider when increasing their tariff for electricity, which is 13.07%. 
In developing this tariff by NERSA, the following assumptions on c 
increases were made: 

1. Bulk purchases will increase by 15.63% as indicated in the Eskom 
standard tariff submission for the 2019 / 2020 financial year. 

2. Consumer Price Index (CPI) - 5.2%2. 

3. Salary increases - CPI plus 1.5%3. 

4. Repairs and maintenance, capital charges and other costs will 

increase by CPI. 

The formula used to calculate the guideline increase is outlined below: 

MG = (BP x BPI) + (S x SI) + (R x Rl) + (CC x CCI) + (OC x OCI) 

= (74 x 0.1563) + (10 x 0.067) + (6 x 0.052) + (5 x 0.052) + (5 x 0.052) 

= 11.566 + 0.67 + 0.312 + 0.26 + 0.26 
= 13.07% 

Where: 

■ MG = % Municipal Guideline Increase 

■ BP = % Bulk purchases 

■ BPI =% Bulk purchase increase 

■ S = % Salaries 

■ SI = % Salaries increase 

■ R = % Repairs 

■ Rl = % Repairs increase 

■ C = % Capital charges 
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CCI = % Capital charges increase 

OC = % Other costs 

OCI= % Other costs increase 


During March 2019, when the annual budget was tabled to Council, the guideline from 
NERSA was not yet received/published. Accordingly, a tariff increase of 8.50% was 
considered. However, NERSA has subsequently published the guideline which the 
municipality must consider when increasing their tariff for electricity, which is 13.07%. In 
developing this tariff by NERSA, the following assumptions on cost increases were made: 

1. Bulk purchases will increase by 15.63% as indicated in the Eskom 
standard tariff submission for the 2019/20 financial year. 

2. Consumer Price Index (CPI) - 5.2% 2 . 

3. Salary increases - CPI plus 1.5% 3 . 

4. Repairs and maintenance, capital charges and other costs will 
increase by CPI. 

The formula used to calculate the guideline increase is outlined below. 
MG = (BP x BPI) + (S x SI) + (R x Rl) + (CC x CCI) + (OC x OCI) 

= (74 x 0.1563) + (10 x 0.067) + (6 x 0.052) + (5 x 0.052) + (5 x 0.052) 
= 11.566 + 0.67 + 0.312 + 0.26 + 0.26 
= 13.07% 

Where: 

□ MG = % Municipal Guideline Increase 

□ BP = % Bulk purchases 

□ BPI =% Bulk purchase increase 

□ S = % Salaries 

□ SI = % Salaries increase 

□ R = % Repairs 

□ Rl = % Repairs increase 

□ C = % Capital charges 

□ CCI = % Capital charges increase 

□ OC = % Other costs 

□ OCI= % Other costs increase 
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CALCULATION OF THE GUIDELINE FOR THE 2019/20 
FINANCIAL YEAR 

Cost line item 

Revised 
munic % of 
total cost 

Expected 

increase 

Weighted 
average 
expected 
increase % 

Purchases 

74 

15.63 

11.566 

Salaries and wages 

10 

6.7 

0.67 

Repairs and 

maintenance 

6 

5.2 

0.312 

Capital charges in 
total 

5 

5.2 

0.26 

Other cost 

5 

5.2 

0.26 

% increase 

13.07 


Municipality proposes a tariff increase of 13.00% [not 13.07%]. 
The revised tariff increase is indicated in the tariff list. Public 
consultation must still be undertaken on the budget given that 
none has unfolded since the budget was tabled. 

7. RISKS 

♦ The municipality maybe unable to render services to the community 
due to non-availability of financial resources if the budget is not 
approved. 

♦ Section 139 of the Constitution may be imposed on the Council of the 
Municipality. 

8. ANNEXURE 

♦ Budget with table A1 - A10 in terms of the Municipal Budget and 
Reporting Regulations. 

♦ 2019/2020 Tariff List. 

♦ Budget related policies. 

9. RECOMMENDATION 

1. That the annual budget of the Municipality for the financial year 2019 
/ 2020, 2020 / 2021 and 2021 / 2022 be considered for approved as set out 
in: 

[a] Table A1: Budgeted Summary. 

[b] Table A2: Budgeted financial performance [revenue & 
expenditure by standard classification], 

[c] Table A3: Budgeted financial performance [revenue & 
expenditure municipal vote]. 

[d] Table A4: Budgeted Financial performance [revenue & 
expenditure]. 

[e] Table A5: Budgeted capital Expenditure by vote, standard 
classification and funding. 

[f] Table A6: Budgeted financial position. 
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[g] Table A7: Budgeted cash flow. 

[h] Table A8: Cash backed reserves / accumulated surplus 
reconciliation. 

[i] Table A9: Asset Management. 

[j] Table A10: Basic Services Delivery Measurement. 

2. That the operating budget as set out in Table A1 - A4 and Capital 
budget as set out in Table A5 be implemented with effect from 1 July 
2019. 


3. That property rates tariffs be approved in terms of section 14 of 
Municipal Property Rates Act, 2004 [Act 6 of 2004], 

4. That tariffs for services charges as reflected in the tariff list be 

approved and implemented with effect from 1 July 2019. 

5. That Council implements the electricity tariff as approved by NERSA 
with effect from 1 July 2019. 

6. That the following budget related policies be further subjected to 
annual review process for approval in June 2019 and implementation with effect 
from 1 July 2019: 


(a) Budget policy 

(b) Virement policy 

(c) Funding and reserves policy 

(d) Banking / cash and investment policy 

(e) Credit Control and debt collection policy 

(f) Indigent support policy 

(g) Bad debt write-off policy 

(h) Property rates policy 

(i) Tariffs policy 

(j) Supply chain management policy 

(k) Asset management policy 

(l) Deposit policy 

(m) Customer care policy 

(n) SCM Policy on infrastructure assets 

(o) Petty cash management policy 

(p) Subsistence and travel policy 

(q) Unallocated deposits policy 


[FOR RESOLUTION] 


The Honourable Mayor delivered the 2019 / 2020 budget speech and it was well 
accepted. The budget speech is attached as an Annexure to the minutes. 
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Minutes: 


Special Council Meeting: 27 June 2019 


The Mayor proposed that the matter be resolved as follows and was seconded by Cllr Taedi. 

RESOLVED: 

1. That the annual budget of the Municipality for the financial year 2019 / 2020, 2020 
/ 2021 and 2021 / 2022 was considered and approved as set out in: 

[a] Table A1: Budgeted Summary. 

[b] Table A2: Budgeted financial performance [revenue & 
expenditure by standard classification], 

[c] Table A3: Budgeted financial performance [revenue & 
expenditure municipal vote]. 

[d] Table A4: Budgeted Financial performance [revenue & 
expenditure]. 

[e] Table A5: Budgeted capital Expenditure by vote, standard 
classification and funding. 

[f] Table A6: Budgeted financial position. 

[g] Table A7: Budgeted cash flow. 

[h] Table A8: Cash backed reserves / accumulated surplus 
reconciliation. 

[i] Table A9: Asset Management. 

[j] Table A10: Basic Services Delivery Measurement. 

2. That the operating budget as set out in Table A1 - A4 and Capital 
budget as set out in Table A5 be implemented with effect from 1 July 
2019. 

3. That property rates tariffs was approved in terms of section 14 of 
Municipal Property Rates Act, 2004 [Act 6 of 2004], 

4. That tariffs for services charges as reflected in the tariff list was 
approved and be implemented with effect from 1 July 2019. 

5. That Council implements the electricity tariff as approved by NERSA 
with effect from 1 July 2019. 

6. That the following budget related policies were approved and be 
implemented with effect from 1 July 2019: 

(a) Budget policy 

(b) Virement policy 

(c) Funding and reserves policy 

(d) Banking / cash and investment policy 

(e) Credit Control and debt collection policy 

(f) Indigent support policy 

(g) Bad debt write-off policy 

(h) Property rates policy 

(i) Tariffs policy 
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(j) Supply chain management policy 

(k) Asset management policy 

(l) Deposit policy 

(m) Customer care policy 

(n) SCM Policy on infrastructure assets 

(o) Petty cash management policy 

(p) Subsistence and travel policy 

(q) Unallocated deposits policy 
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3. EXECUTIVE SUMMARY 


Tswelopele Local Municipality budget process started in August 2018, when the Municipal Council 
approved budget timelines as required by legislation. Tswelopele Local Municipality vastly 
depends on grants from national government as majority of its revenue is made up of equitable 
share and some other grants (i.e. Financial Management Grant, Expanded Public Works Program 
Grant, etc). Table SA 18 on the municipality annual budget tables clearly distinguishes between 
all this different allocations. The total operating grant allocation for Tswelopele Local Municipality 
amount to R77.6 million. 

The municipality has approximately 11 992 households (Census 2011) of which over 70% are 
poor. This results in the debtors book of the municipality growing on a yearly basis due to high rate 
of unemployment within the municipality. The municipality encourages all indigent households to 
register annually in order to get subsidy accordingly. 

National Treasury MFMA budget circulars were used to guide in the compilation of the 2019/2020 
Medium Term Revenue and Expenditure Framework. The following budget principles and 
guidelines informed the compilation of the 2019/2020 Medium Term Revenue and Expenditure 
Framework: 

• 2018/2019 MFMA Section 72 report (mid-term assessment report) 

• 2018/2019 Adjustment Budget 

• Average CPI from 1 March 2018 to 28 February 2019. 

• MFMA Budget circulars 

• NERSA regulations on electricity tariffs 

• Public participation (community inputs) 

Total revenue is anticipated to grow in the mid-term. This is as a result of the growth in the mid¬ 
term due to tariff increases. The municipality aligned its budget to the national and provincial 
priorities. Mentioned below are some of the National and Provincial priorities: 

National Priorities: increase access to basic services and sustainable employment growth through 
increased public investment spending 

Provincial priorities: fighting poverty; reduce crime and effectiveness of cost containment 
measures. 

The municipality prepared its budget with all this priorities in mind and the following are some of 
the measures to be taken by the municipality in order to address some of these priorities: 
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1. Sustainable employment: Job creation through MIG projects and EPWP; 

2. Reduce crime: criminal activities has been reported in the municipal in new extensions, due 
to lack of security at night. This budget also comprises of project for High Mast lights in the 
new sections. 

3. Fighting Poverty: assist the indigent households with free basic services. 

Currently the municipality has eradicated all the buckets in its jurisdiction except in new extension. 
The budget is catering for construction of toilets structures in new extensions. All households have 
access to water. Mentioned below is the progress made to address any backlogs in the 
municipality: 

1. All households have access to water and sanitation. 

2. All households are connected to public sewerage network. 

3.1. Operating revenue overview 

Tswelopele Local Municipality will be implementing the revised revenue enhancement strategy to 
improve its revenue collection. Key to the strategy will be to collect maximum revenue to pay 
outstanding creditors relating to the 2018/19 financial year. The following key components were 
used in terms of budgeted revenue of the municipality: 

National Treasury MFMA Circulars; electricity Tariff increases as applied to National Electricity 
Regulator of South Africa; latest Valuation roll in terms of Municipal Property Rates Act, Act 6 
of 2004 as amended; municipality’s indigent policy; tariff policy of the municipality; tariff 
increases for water, refuse and sewerage and targeted revenue collection rate of 85% of the 
billed revenue. The table in the next page summarises the 2019/2020 revenue by source 
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FS183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

Revenue Bv Source 












Property rates 

2 

15 085 

15 854 

17 000 

18 085 

13 085 

13 085 

13 085 

16 000 

16 880 

17 893 

Service charges - electricity revenue 

2 

26 361 

31 319 

30 536 

36 415 

36 415 

36 415 

36 415 

39 500 

41 673 

44173 

Service charges - water revenue 

2 

6127 

5 843 

5 069 

8 677 

8 677 

8 677 

8 677 

9 000 

9 496 

10 065 

Service charges - sanitation revenue 

2 

6 427 

6 831 

3 587 

7 055 

7 055 

7 055 

7 055 

6 700 

7 069 

7 493 

Service charges - refuse revenue 

2 

4 284 

4 526 

2 084 

4 467 

4 467 

4 467 

6 583 

4 500 

4 748 

5 032 

Rental of facilities and equipment 


748 

758 

500 

647 

647 

647 

647 

512 

540 

573 

Interest earned - external investments 


1 133 

620 

1 000 

600 

690 

690 

690 

700 

739 

783 

Interest earned - outstanding debtors 


1 604 

702 

50 

1 000 

200 

200 

200 

500 

528 

559 

Dividends received 


49 

20 

40 

50 

40 

40 

40 

43 

45 

48 

Fines, penalties and forfeits 


301 

274 

60 

40 

40 

40 

40 

150 

158 

168 

Licences and permits 


66 

28 

- 

80 

80 

80 

80 

10 

11 

11 

Agency services 


- 

- 

- 





- 

- 

- 

Transfers and subsidies 


67 994 

62 528 

62 602 

69 989 

70 935 

70 935 

70 935 

77 563 

81 144 

86 838 

Other revenue 

2 

1 051 

1 135 

2 668 

3114 

2 757 

2 757 

2 757 

959 

1 012 

1 072 

Gains on disposal of PPE 




4 250 





- 


— 

Total Revenue (excluding capital transfers 
and contributions) 


131 231 

130 437 

129 447 

150 220 

145 089 

145 089 

147 205 

156 137 

164 040 

174 706 


As it can be seen from the table above, the revenue of the Municipality will increase in the Medium term, the main contributor of this revenue is 
revenue from National Transfers (Grants). Revenue enhancement strategy will be revised to ensure maximum collection on the billed revenue. 
























Table 2: Grants and subsidies 


FS183 Tswelopele - Supporting Table SA18 Transfers and grant receipts 


Description 

R thousand 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2019/20 

Budget Year 

+1 2020/21 

Budget Year 

+2 2021/22 

RECEIPTS: 

1. 2 










Operatinq Transfers and Grants 











National Government: 


61 819 

60 553 

62 527 

69 989 

69 989 

69 989 

77 513 

81 094 

86 788 

Local Government Equitable Share 


58 946 

57 728 

59 702 

67 019 

67 019 

67 019 

74 224 

79 124 

84 554 

Finance Management 


1 800 

1 825 

1 825 

1 970 

1 970 

1 970 

1 970 

1 970 

2 234 

EPWP Incentive 


1 073 

1 000 

1 000 

1 000 

1 000 

1 000 

1 319 



Other transfers/grants [insert description] 











Provincial Government: 


- 

- 

- 

- 



- 

- 

- 

Other transfers/grants [insert description] 






. 





District Municipality: 


50 

50 

50 

50 

50 

50 

50 

50 

50 

Lejweleputswa 


50 

50 

50 

50 

50 

50 

50 

50 

50 

Other grant providers: 


- 

- 

- 

- 

- 

- 

- 

- 

- 

[insert description] 











Total Operating Transfers and Grants 

5 

61 869 

60 603 

62 577 

70 039 

70 039 

70 039 

77 563 

81 144 

86 838 


Total grants received will increase in the MTREF due to increase in Equitable Share allocation. Different components of revenue are discussed 
below: 




























3.1.1. Electricity 


Tswelopele Local Municipality comprises of 2 townships (Phahameng and Tikwana) and 2 towns 
(Bultfontein and Hoopstad). According to census 2011 result, the municipality has 11 992 and out 
of this 11 992 households, the Municipality only sells electricity to about 1 350 households and the 
rest are serviced by Eskom. The Municipality buys bulk electricity from Eskom to sell to these 
households and businesses in Bultfontein and Hoopstad respectively. 

National Electricity Regulator of South Africa (NERSA) approved an average increase of 13.07% 
for the municipalities for the year 2019/2020. The municipality has applied to implement only 
13.00%. A percentage below the 13.00% is not favourable for the municipality given the backlogs 
the municipality as far as implementing tariffs that are cost reflective. 

The municipality will be further concluding a payment agreement with Eskom to reduce the 
outstanding debt on bulk purchases. The municipality will also be considering installation of the 
prepaid meters so as to reduce debt on electricity arising from non-payment of electricity service. 

Furthermore, the municipality will be implementing a summer tariff between August and April. A 
winter tariff is applied for three months between May till July. Tswelopele Local Municipality target 
indigent households as per the approved Indigent Register for Free Basic Electricity. All registered 
indigent households receive 50Kwh on a monthly basis. 


3.1.2. Water 

The intention of the Municipality is to bill townships based on actual consumption and not flat rate 
as is currently the case. This could not be implemented during the 2018-19 financial year due to 
infrastructure challenges such as households without meters (either faulty or non-existing); more 
than one household sharing the one meter as well as challenges experienced due to 
implementation of the municipal standard chart of account in the first six months of the 2018-19 
financial year. 

An estimated amount of R800 000 is needed to address the above mentioned infrastructure 
challenges. It is expected this amount will be raised in the first quarter of the 2019/20 financial 
year. The consumption based water billing will then be implemented once this infrastructure 
challenge has been addressed. 







The proposed tariff increase for 2019/2020 for water services is 6.5%. There is currently not 
implementing inclining block tariff structure for water services. The IBT will be implemented once 
the issue of consumption-based billing has been successfully implemented across the municipality. 
In terms of the free basic services policy of the Municipality, all households receive the free 6kl per 
month of water. It is the intention of the municipality to review this policy directive such that only 
registered indigent household get to benefit on free basic water. 


3.1.3. Sanitation (sewerage) 

A tariff increase of 6.5% for sanitation from 1 July 2019 is proposed. The following factors 
contributed to the proposed tariff: sanitation charges are charged at a flat rate, irrespective of the 
quantity of water used / consumed; free sanitation is only provided to indigent households as per 
the council approved Indigent register and there is no inclining tariff structure for sanitation 
consumption. 


3.1.4. Waste management 

The proposed tariff increase for waste removal is 6.5%; the reason for this increase is due to the 
fact that this will only be the third financial year that these tariffs are increased. The following 
factors were considered for the proposed tariff increase: waste removal charges are charged at a 
flat rate, irrespective of amount of waste removed; the increment will also cover the wear and tear 
off all the trucks and vehicles used to provide this service; waste removal is provided for free to all 
the households who are indigent and all 11 992 households plus households in new extensions 
(and waste are removed once a week). 


3.1.5. Property rates 

Property rates is a statutory tax charged on all property owners within the jurisdiction of the 
Municipality. The rates are imposed in accordance to section 229 of the Constitution of South 
Africa and Municipal Property Rates Act (MPRA). In terms of MPRA the municipality must prepare 
a valuation roll after every 4 financial year. Tswelopele Local Municipality first implemented the 
valuation roll in accordance with MPRA prescripts on the 1 st July 2009 and according to this act a 
new valuation roll was implemented on the 1 st July 2017. For the year 2019/2020 the municipality 
will implement the Supplementary Valuation Roll. 


w/Mr/m’/mr/m'/m'/im’/Mr/f 
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The municipality is proposing an increase of the tariffs on Property rates by 6.5% for all the 
properties. All the proposed tariffs were brought to the attention of the community in Tswelopele 
Local Municipality during the public participation and these tariffs will be put to place from the 
month of July 2019. 


3.2. Operating Expenditure Framework 

The municipality budgeted for an expenditure budget of R188.7 million (including non-cash items 
of R32.9 million) and it was informed by the following: balance budget constraints (the municipality 
must not budget for a deficit); funding of the budget as based on section 18 and section 19 of 
Municipal Finance Management act, act 54 of 2003; National Treasury MFMA circulars; South 
African Local Government Bargaining Council collective agreement on salaries and an average 
CPI from 1 March 2019 to 28 February 2020. The table below shows the total budgeted 
expenditure: 


w/Mr/asr/ar/asr/asr/mr/Mr// 
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FS183 Tswelopele ■ Table A4 Budgeted Financial Performance (revenue and expenditure) 



The major single component of the operating expenditure budget is employee related costs at R66 million and bulk purchases at R39.1 million. 
Due to cash flow constraints, the municipality has also made provision for finance charges at R3.1 million. This is significant as the municipality 
defaulted on some of its obligations as far as payment of loans. 
































3.3. Analysis of Capital Budget 


Due to limited revenue raising capacity of the municipality, the capital budget is funded mainly 
through grants and subsidies. Most of the capital expenditure is funded through Municipal 
Infrastructure Grant. For the 2019-20 financial year, the following are capital project (capital budget 
for the municipality): 


1 . 

2 . 

3. 

4. 

5. 

6 . 
7. 


Construction of Toilet Structure 

R 1 257 000 

Construction of Toilet Structure 

R 6 073 000 

Upgrading of Sports fields 

R 419 000 

Construction of Cricket Pitch (on final Phase) 

R 323 000 

Construction of 2km paved Road and storm water 

R 550 000 

Construction of 1.3km paved Road and storm water 

R 5 022 000 

Construction of High Mast lights 

R 1 544 000 


4. ANNUAL BUDGET TABLES 


The following tables will show the all ten (10) main annual budget tables ( as per the Municipal 
Budget and Reporting Regulations) and the analysis thereof: 
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FS183 Tswelopele - Table A1 Budget Summary 
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Description 

2015/16 

2016/17 

2017/18 

R thousands 

Audited 

Outcome 

Audited 

Outcom e 

Audited 

Outcome 





Properly rates 

15 085 

15 854 

17 000 

Service charges 

43 199 

48 519 

41 277 

Investment revenue 

1 133 

620 

1 000 

Transfers recognised - operational 

67 994 

62 528 

62 602 

Other own revenue 

3 819 

2 917 

7 568 

Total Revenue (excluding capital transfers and 

131 231 

130 437 

129 447 

contributions) 




Employee costs 

57 697 

58 385 

59 122 

Remuneration of councillors 

4 663 

4 783 

6 135 

Depreciation & asset impairment 

26 179 

26 783 

19 669 

Finance charges 

2 562 

3 932 

2 178 

Materials and bulk purchases 

38 742 

41 926 

40 240 

Transfers and grants 

- 

- 

- 

Other expenditure 

36 145 

46 223 

39 280 

Total Expenditure 

165 988 

1 82 032 

166 624 

Surplus/(Deficit) 

(34 757) 

(51 595) 

(37 177) 

Transfers and subsidies - capital (monetary allocatic 

33 794 

33 835 

51 704 

Contributions recognised - capital & contributed asse 

- 

- 

- 

Surplus/(Deficit) after capital transfers & 

(963) 

(17 760) 

14 527 

contributions 




Share of surplus/ (deficit) of associate 

- 

- 

- 

Surplus/(Deficit) for the year 

(963) 

(17 760) 

14 527 

Capital expenditure & funds sources 




Capital expenditure 

32 306 

33 331 

51 964 

Transfers recognised - capital 

30 405 

30 771 

51 704 

Borrow ing 

- 

- 

- 

Internally generated funds 

1 901 

2 560 

260 

Total sources of capital funds 

32 306 

33 331 

51 964 

Financial position 




Total current assets 

22 467 

28 447 

7 550 

Total non current assets 

578 348 

584 242 

527 668 

Total current liabilities 

37 108 

68 106 

24 862 

Total non current liabilities 

27 052 

25 820 

20 280 

Community wealth/Equity 

539 829 

519 635 

488 702 

Cash flows 




Net cash from (used) operating 

24 435 

32 354 

44 152 

Net cash from (used) investing 

(26 719) 

(32 789) 

(47 714) 

Net cash from (used) financing 

149 

(487) 

(830) 

Cash/cash equivalents at the year end 

4 221 

3 300 

3 558 

Cash backinq/surplus reconciliation 




Cash and investments available 

7 275 

4 253 

3 520 

Application of cash and investments 

18 548 

45 831 

(287) 

Balance - surplus (shortfall) 

(11 272) 

(41 577) 

3 807 
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Current Year 2018/19 


2019/20 Medium Term Revenue & 
Expenditure Framework 


Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year i Budget Year 

Budget Year 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

18 085 

13 085 

13 085 

13 085 

16 000 

16 880 

17 893 

56 615 

56 615 

56 615 

58 730 

59 700 

62 985 

66 762 

600 

690 

690 

690 

700 

739 

783 

69 989 

70 935 

70 935 

70 935 

77 563 

81 144 

86 838 

4 931 

3 764 

3 764 

3 764 

2 174 

2 293 

2 431 

150 220 

145 089 

145 089 

147 205 

156 137 

164 040 

174 706 

63 594 

63 877 

63 877 

63 877 

66 044 

69 677 

73 857 

6 563 

6 563 

6 563 

6 563 

6 710 

7 079 

7 504 

26 000 

26 000 

26 000 

26 000 

26 000 

26 000 

26 000 

2 958 

2 958 

2 958 

2 958 

3 108 

3 279 

3 476 

42 235 

40 205 

40 205 

40 205 

46 548 

49 107 

52 052 

39 433 

39 730 

39 730 

39 730 

40 259 

40 594 

42 616 

180 783 

179 333 

179 333 

179 333 

188 669 

195 736 

205 504 

(30 563) 

(34 244) 

(34 244) 

(32 128) 

(32 533) 

(31 696) 

(30 798) 

23 837 

23 837 

23 837 

23 837 

16 488 

17 181 

18 179 

(6 726) 

(10 407) 

(10 407) 

(8 291) 

(16 045) 

(14 515) 

(12 619) 

(6 726) 

(10 407) 

(10 407) 

(8 291) 

(16 045) 

(14 515) 

(12 619) 

22 672 

22 775 

22 775 

22 775 

16 763 

17 471 

18 487 

22 645 

22 645 

22 645 

22 645 

16 488 

17 181 

18 179 

27 

130 

130 

130 

275 

290 

308 

22 672 

22 775 

22 775 

22 775 

16 763 

17 471 

18 487 

38 550 

38 550 

38 550 

38 550 

43 200 

43 700 

43 900 

594 871 

595 800 

594 800 

594 800 

611 563 

612 271 

613 487 

31 000 

31 000 

31 000 

31 000 

21 800 

16 800 

11 800 

25 560 

25 560 

25 560 

25 560 

19 437 

18 569 

17 701 

576 790 

576 790 

576 790 

576 790 

613 526 

620 602 

627 885 

15 738 

18 761 

18 761 

18 761 

16 805 

18 335 

20 231 

(23 837) 

(23 837) 

(23 837) 

(23 837) 

(16 763) 

(17 471) 

(18 487) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(1 013) 

2 010 

2 010 

2 010 

712 

746 

1 661 

3 250 

3 250 

3 250 

3 250 

2 800 

3 300 

3 500 

(300) 

(934) 

(934) 

(68) 

(19 743) 

(24 743) 

(29 743) 

3 550 

4 184 

4 184 

3 318 

22 543 

28 043 

33 243 


'Mr/Mr/Mr/Mr/Mr/m'/m'/m'/m'/m'/m'/M 





























































































FS183 Tswelopele - Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification) 


i 


Functional Classification Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2019/20 

Budget Year 

+1 2020/21 

Budget Year 

+2 2021/22 

Revenue - Functional 

Governance and administration 


88 187 

89 567 

27 341 

36 854 

32 074 

32 074 

33 071 

33 472 

35 738 

Executive and council 


1 079 

6 

5 880 

4 828 

4 828 

4 828 

4 742 

3 611 

3 828 

Finance and administration 


87 108 

89 561 

21 461 

32 026 

27 246 

27 246 

28 329 

29 861 

31 910 

Internal audit 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Community and public safety 


406 

133 

5 053 

12 191 

12 191 

12 191 

5 947 

5 532 

5 919 

Community and social services 


402 

128 

2 666 

2 272 

2 272 

2 272 

5 185 

5 511 

5 897 

Sport and recreation 


3 

5 

562 

8 094 

8 094 

8 094 

762 

21 

22 

Public safety 


1 


1 825 

1 825 

1 825 

1 825 

- 

- 

- 

Housing 


- 


- 

- 

- 

- 

- 

- 

- 

Health 


- 


- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


16 433 

576 

7 388 

4 920 

4 920 

4 920 

8 466 

17 234 

18 235 

Planning and development 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Road transport 


16 433 

576 

7 388 

4 920 

4 920 

4 920 

8 466 

17 234 

18 235 

Environmental protection 


- 


- 

- 

- 

- 

- 

- 

- 

Trading services 


59 999 

73 995 

153 320 

120 091 

119 740 

119 740 

125 091 

125 767 

132 016 

Energy sources 


26 779 

34 092 

65 320 

54 664 

54 313 

54 313 

59 512 

62 970 

67 000 

Water management 


22 508 

28 546 

46 754 

22 241 

22 241 

22 241 

24 109 

25 577 

27 305 

Waste water management 


6 427 

6 831 

28 788 

30 463 

30 463 

30 463 

27 794 

21 718 

23 198 

Waste management 


4 284 

4 526 

12 458 

12 723 

12 723 

12 723 

13 676 

15 502 

14 514 

Other 

4 

- 


- 

- 

- 

- 

- 

- 

- 

Total Revenue - Functional 

2 

165 025 

164 271 

193 102 

174 056 

168 925 

168 925 

172 574 

182 005 

191 909 

Expenditure - Functional 











Governance and administration 


50 804 

40 702 

46 328 

82 427 

82 730 

82 730 

80 478 

82 428 

83 588 

Executive and council 


13 481 

14 300 

14 955 

18 043 

17 783 

17 783 

40 696 

40 945 

40 030 

Finance and administration 


37 323 

26 402 

31 373 

64 384 

64 947 

64 947 

39 783 

41 483 

43 558 

Internal audit 


- 

_ 

- 

- 

- 

- 

- 

- 

- 

Community and public safety 


17 410 

19 942 

15 888 

12 972 

11 875 

11 875 

16 561 

17 472 

18 521 

Community and social services 


13 170 

14 017 

13 837 

10 467 

9 370 

9 370 

16 434 

17 338 

18 379 

Sport and recreation 


2 281 

4 325 

127 

107 

107 

107 

127 

134 

142 

Public safety 


1 959 

1 600 

1 924 

2 398 

2 398 

2 398 

- 

- 

- 

Housing 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


20 257 

24 127 

20 682 

14 066 

14 396 

14 396 

15 311 

16 153 

17 122 

Planning and development 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Road transport 


20 257 

24 127 

20 682 

14 066 

14 396 

14 396 

15 311 

16 153 

17 122 

Environmental protection 


- 

_ 

- 

- 

- 

- 

- 

- 

- 

Trading services 


77 517 

97 261 

83 726 

71 318 

70 435 

70 435 

76 319 

80 516 

85 347 

Energy sources 


31 265 

41 130 

36 103 

35 464 

35 330 

35 330 

38 920 

41 061 

43 525 

Water management 


19 323 

19 892 

18 878 

13 926 

12 973 

12 973 

14 546 

15 346 

16 266 

Waste water management 


17 562 

22 384 

17 206 

12 548 

12 652 

12 652 

13 123 

13 845 

14 676 

Waste management 


9 368 

13 855 

11 540 

9 380 

9 480 

9 480 

9 729 

10 264 

10 880 

Other 

Total Expenditure - Functional 

e 

165 988 

_ 

182 032 

“166 624 

180 783 

179 436 

179 436 


196 570 

204 578 


|[)5(i©l&s£(qgeficit) for the year 


(964) 

(17 761) 

26 478 

(6 727) 

(10 511) 

(10 511) 

(16 095) 

(14 565) 

(12 669) 


i 

i 
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FS183 Tswelopele - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote 


Vote Description 


R thousand 


Revenue bv Vote 


Vote 1 - Executive and Council 

Vote 2 - Budget and Treasury Office 

Vote 3 - Community and Social Services 

Vote 4 - Public Safety 

Vote 5 - Sport and Recreation 

Vote 6 - Waste Management 

Vote 7 - Waste Water Management 

Vote 8 - Road Transport 

Vote 9 - Water 

Vote 10 - Electricity 

Vote 11 - Corporate Serv ices 

Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vote 15 - [NAME OF VOTE 15] 


Total Revenue by Vote 


Expenditure bv Vote to be appropriated 

Vote 1 - Executive and Council 

Vote 2 - Budget and Treasury Office 

Vote 3 - Community and Social Services 

Vote 4 - Public Safety 

Vote 5 - Sport and Recreation 

Vote 6 - Waste Management 

Vote 7 - Waste Water Management 

Vote 8 - Road Transport 

Vote 9 - Water 

Vote 10 - Electricity 

Vote 11 - Corporate Serv ices 

Vote 12 - [NAME OF VOTE 12] 

Vote 13 - [NAME OF VOTE 13] 

Vote 14 - [NAME OF VOTE 14] 

Vote 15 - [NAME OF VOTE 15] 


Total Expenditure by Vote 


Surplus/(Deficit) for the year 


31 I P a g e 



Current Year 2018/19 


Audited 

Outcome 


1 079 j 
87 108 | 
402 I 
1 | 

3 i 
4 284 ! 
6 427 ; 
16 433 j 
22 508 i 
26 779 


13 481 j 
37 323 j 
13 170 | 

1 959 | 

2 281 | 
9 368 i 

17 562 i 
20 257 ! 
19 323 I 
31 265 


Audited 

Outcome 




182 032 
(17 761) 


Original 

Budget 


4 

828 

31 

414 

2 

272 

1 

825 

8 

094 

12 

723 

30 

463 

4 

920 

22 

241 

54 

664 


612 

174 

056 

18 

043 

54 

516 

10 

467 

2 

398 


107 

9 

380 

12 

548 

14 

066 

13 

926 

35 

464 

9 

868 

180 

783 

(6 

727) 


2019/20 Medium Term Revenue & 
Expenditure Framework 


Budget Year 



3 

828 

31 

787 

5 

897 


22 

14 

514 

23 

198 

18 

235 

27 

305 

67 

000 


123 

191 

909 

40 

030 

32 

650 

18 

379 


142 

10 

880 

14 

676 

17 

122 

16 

266 

43 

525 

10 

908 

204 

578 

(12 

669) 


























































FS183 Tswelopele - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

Revenue Bv Source 












Property rates 

2 

15 085 

15 854 

17 000 

18 085 

13 085 

13 085 

13 085 

16 000 

16 880 

17 893 

Service charges - electricity revenue 

2 

26 361 

31 319 

30 536 

36 415 

36 415 

36 415 

36 415 

39 500 

41 673 

44 173 

Service charges - water revenue 

2 

6 127 

5 843 

5 069 

8 677 

8 677 

8 677 

8 677 

9 000 

9 496 

10 065 

Service charges - sanitation revenue 

2 

6 427 

6 831 

3 587 

7 055 

7 055 

7 055 

7 055 

6 700 

7 069 

7 493 

Service charges - refuse revenue 

2 

4 284 

4 526 

2 084 

4 467 

4 467 

4 467 

6 583 

4 500 

4 748 

5 032 

Rental of facilities and equipment 


748 

758 

500 

647 

647 

647 

647 

512 

540 

573 

Interest earned - external investments 


1 133 

620 

1 000 

600 

690 

690 

690 

700 

739 

783 

Interest earned - outstanding debtors 


1 604 

702 

50 

1 000 

200 

200 

200 

500 

528 

559 

Dividends received 


49 

20 

40 

50 

40 

40 

40 

43 

45 

48 

Fines, penalties and forfeits 


301 

274 

60 

40 

40 

40 

40 

150 

158 

168 

Licences and permits 


66 

28 

- 

80 

80 

80 

80 

10 

11 

11 

Agency services 


- 

- 

- 





- 

- 

- 

Transfers and subsidies 


67 994 

62 528 

62 602 

69 989 

70 935 

70 935 

70 935 

77 563 

81 144 

86 838 

Other revenue 

2 

1 051 

1 135 

2 668 

3 114 

2 757 

2 757 

2 757 

959 

1 012 

1 072 

Gains on disposal of PPE 




4 250 





- 

- 

- 

Total Revenue (excluding capital transfers 
and contributions) 


131 231 

130 437 

129 447 

150 220 

145 089 

145 089 

147 205 

156 137 

164 040 

174 706 

Expenditure Bv Tvoe 












Employee related costs 

2 

57 697 

58 385 

59 122 

63 594 

63 877 

63 877 

63 877 

66 044 

69 677 

73 857 

Remuneration of councillors 


4 663 

4 783 

6 135 

6 563 

6 563 

6 563 

6 563 

6 710 

7 079 

7 504 

Debt impairment 

3 

7 531 

13 115 

5 641 

6 100 

6 100 

6 100 

6 100 

6 900 

6 900 

6 900 

Depreciation & asset impairment 

2 

26 179 

26 783 

19 669 

26 000 

26 000 

26 000 

26 000 

26 000 

26 000 

26 000 

Finance charges 


2 562 

3 932 

2 178 

2 958 

2 958 

2 958 

2 958 

3 108 

3 279 

3 476 

Bulk purchases 

2 

32 282 

34 144 

31 916 

33 895 

32 895 

32 895 

32 895 

39 100 

41 250 

43 726 

Other materials 

8 

6 460 

7 782 

8 324 

8 340 

7 310 

7 310 

7 310 

7 448 

7 857 

8 326 

Contracted services 


27 

38 

1 000 

- 

- 

- 

- 

2 000 

2 110 

2 237 

Transfers and subsidies 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other expenditure 

4, 5 

28 587 

33 070 

32 640 

33 333 

33 630 

33 630 

33 630 

31 359 

31 584 

33 479 

Loss on disposal of PPE 












Total Expenditure 


165 988 

182 032 

166 624 

180 783 

179 333 

179 333 

179 333 

188 669 

195 736 

205 504 



(34 757) 

(51 595) 

(37 177) 

(30 563) 

(34 244) 

(34 244) 

(32 128) 

(32 533) 

(31 696) 

(30 798) 
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i 

i 

i 

i 

i 

'i 

i 


i 

$ 

i 

$ 

i 

$ 

i 

t 

i 
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Vote Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

zui3/zu iviuuium imii Kuvenue & 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

Capital Expenditure - Functional 












Governance and administration 


20 120 

2 389 

140 

5 

108 

108 

108 

150 

158 

168 

Executive and council 


20 120 

1 794 

90 

5 

108 

108 

108 

85 

90 

95 

Finance and administration 



387 

50 





65 

69 

73 

Internal audit 



207 









Community and public safety 


- 

7 643 

552 

8 079 

8 079 

8 079 

8 079 

742 

- 

- 

Community and social services 



171 

- 








Sport and recreation 



7 472 

552 

8 079 

8 079 

8 079 

8 079 

742 



Public safety 












Housing 












Health 












Economic and environmental services 


948 

5 665 

6 430 

3 593 

3 593 

3 593 

3 593 

6 396 

17 181 

18 179 

Planning and development 












Road transport 


948 

5 665 

6 430 

3 593 

3 593 

3 593 

3 593 

6 396 

17 181 

18 179 

Environmental protection 












Trading services 


11 238 

17 634 

44 842 

10 995 

10 995 

10 995 

10 995 

9 475 

132 

140 

Energy sources 


1 434 

1 918 

10 000 





2 020 



Water management 


9 804 

4 472 

25 020 

22 

22 

22 

22 

25 

26 

28 

Waste water management 



11 244 

9 822 

10 973 

10 973 

10 973 

10 973 

7 430 

106 

112 

Waste management 












Other 












Total Capital Expenditure - Functional 

3 

32 306 

33 331 

51 964 

22 672 

22 775 

22 775 

22 775 

16 763 

17 471 

18 487 













Funded bv: 












National Government 


12 186 

30 771 

51 704 

22 645 

22 645 

22 645 

22 645 

16 488 

17 181 

18 179 

Provincial Government 


- 

- 

- 








District Municipality 


- 

- 

- 








Other transfers and grants 


18 219 

- 

- 








Transfers recognised - capital 

4 

30 405 

30 771 

51 704 

22 645 

22 645 

22 645 

22 645 

16 488 

17 181 

18 179 













Borrowing 

6 











Internally generated funds 


1 901 

2 560 

260 

27 

130 

130 

130 

275 

290 

308 

^al Capital Funding 

7 

32 306 

33 331 

51 964 

22 672 

22 775 

22 775 

22 775 

16 763 

17 471 

18 487 


.'4tr/4tr/4tr/4tr/4tr/4»r/4tr/4tr/4tr/4tr/4tr/4tr/4tr/4»r^^ 


















































FS183 Tswelopele - Table A6 Budgeted Financial Position 


Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

ASSETS 

Current assets 












Cash 


4 650 

1 215 

1 500 

1 500 

1 500 

1 500 

1 500 

1 000 

1 500 

1 500 

Call investment deposits 

1 

1 678 

2 085 

1 750 

1 750 

1 750 

1 750 

1 750 

1 800 

1 800 

2 000 

Consumer debtors 

1 

14 928 

18 758 

4 000 

35 000 

35 000 

35 000 

35 000 

40 000 

40 000 

40 000 

Other debtors 


5 917 

5 759 

- 








Current portion of long-term receivables 

Inventory 

2 

540 

631 

300 

300 

300 

300 

300 

400 

400 

400 

Total current assets 


22 467 

28 447 

7 550 

38 550 

38 550 

38 550 

38 550 

43 200 

43 700 

43 900 

Non current assets 












Long-term receivables 

Inv estments 


948 

953 

1 100 








Investment property 

Investment in Associate 


22 858 

22 518 

24 000 

24 000 

24 000 

24 000 

24 000 

24 000 

24 000 

24 000 

Property, plant and equipment 

3 

554 542 

560 771 

499 394 

570 000 

570 000 

570 000 

570 000 

586 763 

587 471 

588 487 

Biological 

Intangible 

Other non-current assets 


3 174 

871 

1 800 

800 

800 

800 

800 

1 000 

1 100 

1 500 

Total non current assets 


578 348 

584 242 

527 668 

594 871 

595 800 

594 800 

594 800 

611 563 

612 271 

613 487 

TOTAL ASSETS 


600 815 

612 690 

535 218 

633 421 

634 350 

633 350 

633 350 

654 763 

655 971 

657 387 

LIABILITIES 

Current liabilities 












Bank overdraft 

1 

- 

- 

830 








Borrowing 

4 

1 390 

2 446 

- 

- 

- 

- 

- 

800 

800 

800 

Consumer deposits 


933 

1 051 

- 

1 000 

1 000 

1 000 

1 000 

1 000 

1 000 

1 000 

Trade and other payables 

4 

33 972 

63 849 

4 000 

30 000 

30 000 

30 000 

30 000 

20 000 

15 000 

10 000 

Provisions 


814 

760 

20 032 








Total current liabilities 


37 108 

68 106 

24 862 

31 000 

31 000 

31 000 

31 000 

21 800 

16 800 

11 800 

Non current liabilities 












Borrowing 


10 344 

8 914 

9 480 

15 060 

15 060 

15 060 

15 060 

8 937 

8 069 

7 201 

Provisions 


16 708 

16 906 

10 800 

10 500 

10 500 

10 500 

10 500 

10 500 

10 500 

10 500 

Total non current liabilities 


27 052 

25 820 

20 280 

25 560 

25 560 

25 560 

25 560 

19 437 

18 569 

17 701 

TOTAL LIABILITIES 


64 161 

93 926 

45 142 

56 560 

56 560 

56 560 

56 560 

41 237 

35 369 

29 501 

NET ASSETS 

5 

536 655 

518 764 

490 076 

576 861 

577 790 

576 790 

576 790 

613 526 

620 602 

627 885 

COMMUNITY WEALTH/EQUITY 












Accumulated Surplus/(Deficit) 


539 829 

519 635 

488 702 

576 790 

576 790 

576 790 

576 790 

613 526 

620 602 

627 885 

Reserves 

4 


- 

- 

- 


- 

- 

- 

- 

- 

TOTAL COMMUNITY WEALTH/EQUITY 

5 

539 829 

519 635 

488 702 

576 790 

576 790 

576 790 

576 790 

613 526 

620 602 

627 885 
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FS183 Tswelopele - Table A7 Budgeted Cash Flows 


Description 

Ref 

2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2019/20 

+1 2020/21 

+2 2021/22 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 












Property rates 


12 085 

11 235 

15 300 

15 372 

11 372 

11 372 

11 372 

16 000 

16 880 

17 893 

Service charges 


40 344 

35 974 

47 905 

49 641 

49 641 

49 641 

49 641 

59 700 

62 985 

66 762 

Other revenue 


2 063 

2 231 

2 767 

3 881 

3 881 

3 881 

3 881 

1 631 

1 721 

1 824 

Government - operating 

1 

71 291 

73 024 

62 602 

70 039 

70 985 

70 985 

70 985 

77 513 

81 094 

86 788 

Government - capital 

1 

28 425 

22 704 

51 704 

23 837 

23 837 

23 837 

23 837 

16 488 

17 181 

18 179 

Interest 


2 736 

1 322 

1 500 

1 600 

1 600 

1 600 

1 600 

1 200 

1 266 

1 342 

Dividends 


49 

20 

50 

50 

50 

50 

50 

43 

45 

48 

Payments 












Suppliers and employees 


(130 103) 

(110 133) 

(136 636) 

(148 682) 

(142 605) 

(142 605) 

(142 605) 

(152 661) 

(159 557) 

(169 128) 

Finance charges 


(2 456) 

(4 023) 

(1 040) 





(3 108) 

(3 279) 

(3 476) 

Transfers and Grants 

1 


- 






- 

- 

- 

NET CASH FROM/(USED) OPERATING ACTIVITIES 

24 435 

32 354 

44152 

15 738 

18 761 

18 761 

18 761 

16 805 

18 335 

20 231 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 












Proceeds on disposal of PPE 


1 092 

569 

4 250 





- 

- 

- 

Decrease (Increase) in non-current debtors 









- 

- 

- 

Decrease (increase) other non-current receivables 








- 

- 

- 

Decrease (increase) in non-current investments 


4 495 

(26) 






- 

- 

- 

Payments 












Capital assets 


(32 306) 

(33 331) 

(51 964) 

(23 837) 

(23 837) 

(23 837) 

(23 837) 

(16 763) 

(17 471) 

(18 487) 

NET CASH FROM/(USED) INVESTING ACTIVITIES 

(26 719) 

(32 789) 

(47 714) 

(23 837) 

(23 837) 

(23 837) 

(23 837) 

(16 763) 

(17 471) 

(18 487) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 












Short term loans 









- 

- 

- 

Borrow ing long term/refinancing 









- 

- 

- 

Increase (decrease) in consumer deposits 









- 

- 

- 

Payments 












Repay ment of borrow ing 


149 

(487) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

NET CASH FROM/(USED) FINANCING ACTIVITIES 

149 

(487) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

(830) 

NET INCREASE/ (DECREASE) IN CASH HELD 

Cash/cash equivalents at the year begin: 


(2 134) 

(922) 

(4 392) 

(8 929) 

(5 906) 

(5 906) 

(5 906) 

(788) 

34 

915 

2 

6 355 

4 222 

7 950 

7 916 

7 916 

7 916 

7 916 

1 500 

712 

746 

Cash/cash equivalents at the year end: 

2 

4 221 

3 300 

3 558 

(1 013) 

2 010 

2 010 

2 010 

712 

746 

1 661 
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FS183 Tswelopele - Table A8 Cash backed reserves/accumulated surplus reconciliation 
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FS183 Tswelopele - Table A9 Asset Management 


Description | Ref 

2015/16 

2016/17 

2017/18 


R thousand j 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 


CAPITAL EXPENDITURE 





Total New A 1 

27 584 

32 504 

6 430 


Roads Infrastructure 

3 668 

948 

6 430 


Storm water Infrastruct 

- 

- 

- 


Electrical Infrastructure 

436 

1 434 

- 


Water Supply Infrastruc 

- 

9 804 

- 


Sanitation Infrastructurt 

21 313 

- 

- 


Solid Waste Infrastructi 

- 

- 

- 


Rail Infrastructure 

- 

- 

- 


Coastal Infrastructure 

- 

- 

- 


Information and Commc 

- 

- 

- 


Infrastructure 

25 417 

12 186 

6 430 


Community Facilities 

- 

- 

- 


Sport and Recreation Fs 

- 

- 

- 


Community Assets 

~ 

- 

- 


Fleritage Assets 

~ 

- 

- 


Revenue Generating 

- 

- 

- 


Non-revenue Generatinc 

- 

- 

- 


Investment properties 

- 

- 

- 


Operational Buildings 

371 

19 720 

- 


Housing j 

- 

- 

- 


Other Assets 

371 

19 720 

- 


Biological or Cultivatec 

- 

- 

- 


Serv itudes 

- 

- 

- 


Licences and Rights 

- 

- 

- 


Intangible Assets 

- 

- 

- 


Computer Equipment 

- 

- 

- 


Furniture and Office Eq 

652 

597 

- 


Machinery and Equiprm 

- 

- 

- 


Transport Assets 

1 144 

- 

- 


V7 1 p 1 

- 

- 

- 


~ ' ■ ' © 

Zoo's, Marine and Non- 

- 

- 

- 



Current Year 2018/19 




















































5. EXPLANATORY NOTES TO BUDGET 


Table A1 is a summary of the budget of Tswelopele Local Municipality that gives an overview of 
the annual budget and it includes the following key aspects: 

Financial Performance: This is a summary of income statement of the Municipality. 

Capital Expenditure and funding sources: This gives a brief overview of the capital expenditure 
and its funding sources. 

Financial Position: This is the balance sheet of Tswelopele Local Municipality. 

Cash Flow: This gives a brief overview of the Cash flow of the Municipality 

Asset Management: This is the overview of the total assets of the Municipality 

Free Services: This section gives the total amount of free basic services as provided by the 

municipality. 

This is the most important as it gives users of the budget a “snapshot” of what is going to follow in 
the next nine (9) main table 

5.1. Explanatory Notes to Table A2 

Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure 
per functional classification. Total Revenue on this table includes capital revenues (Transfers 
recognised - capital) and so does not balance to the operating revenue shown on Table A4 as 
Table A4 exclude capital transfers. 

5.2. Explanatory Note to Table A3 

Table A3 is an overview of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. From the above it can be seen that all trading services are making 
surpluses, and this is attributable to the following: council proposed a 13% increase on electricity 
tariffs as per NERSA guideline; an increase of 6.5% on refuse, 6.5% on sewerage and 6.5% on 
water tariffs and 6.5% on Property rates; cost cutting measures on non-priority spending and profits 
made on this services are used to subsidise non-trading services. 

5.3. Explanatory note on table A4 


w/Mr/m’/mr/m’/m’/M’/Mr/f 
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Service charges relating to electricity, water, sanitation and refuse removal constitutes the biggest 
component of the budgeted revenue. The transfers recognised operating includes the local 
government equitable share and other operating grants from national and provincial government. 
As indicated in the earlier part of the document, major component of expenditure relates to 
employee costs. Of a concern is transfers recognised - capital is decreasing over the mid-term 
and this is due to the decrease in the population of the community of Tswelopele Local Municipality 
according to Census 2011 data. This means the municipality should increase its revenue raising 
capacity so that the municipality should be able to fund its capital budget. 

5.4. Explanatory note on Table A5 

Table A5 is a breakdown of the capital programme in relation to capital expenditure by municipal 
vote (multi-year and single-year appropriations); capital expenditure by standard classification; and 
the funding sources necessary to fund the capital budget, including information on capital transfers 
from national and provincial departments. The MFMA provides that a municipality may approve 
multi-year or single-year capital budget appropriations. 


5.5. Explanatory Notes to Table A6 

Table A6 is consistent with international standards of good financial management practice, and 
improves understandability for councilors and management of the impact of the budget on the 
statement of financial position (balance sheet). This format of presenting the statement of financial 
position is aligned to GRAP1, which is generally aligned to the international version which presents 
Assets less Liabilities as “accounting” Community Wealth. The order of items within each group 
illustrates items in order of liquidity; i.e. assets readily converted to cash, or liabilities immediately 
required to be met from cash, appear first. The municipal equivalent of equity is Community 
Wealth/Equity. The justification is that ownership and the net assets of the municipality belong to 
the community. 

5.6. Explanation to Table A7 

The budgeted cash flow statement is the first measurement in determining if the budget is funded. 
It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the budget. 


5.7. Explanatory note to table A8 











The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 
MFMA Circular 42 - Funding a Municipal Budget. Considering the requirements of section 18 of 
the MFMA, it can be concluded that the draft budget for 2019/20 MTREF is funded because 
Municipality anticipates making a profit over the MTREF. 

5.8. Explanatory Note for Table A9 

Table A9 provides an overview of municipal capital allocations to building new assets and the 
renewal of existing assets, as well as spending on repairs and maintenance by asset class. 

5.9. Explanatory notes to Table A10 

Table A10 provides an overview of service delivery levels, including backlogs (below minimum 
service level), for each of the main services. 

PART 2 

1. MUNICIPAL BUDGET PROCESS 

Municipal Financial Management Act (MFMA) mentions six (6) steps (i.e. Planning, Strategising, 
Preparing, Tabling, Consulting and Finalising/Adopting) that the municipality must follow in order 
to prepare the annual budget that is credible. The planning and strategizing processes started with 
the preparation of budget timelines as required by MFMA and IDP review process plan. Section 
53 of the MFMA requires the Mayor of the municipality to provide general political guidance in the 
budget process and the setting of priorities that must guide the preparation of the annual budget. 

In addition, Chapter 2 of the Municipal Budget and Reporting Regulations states that the Mayor of 
the municipality must establish a Budget Steering Committee to provide technical assistance to 
the Mayor in discharging the responsibilities set out in section 53 of the Act. Due to the size of the 
municipality, the functions of the Budget Steering Committee are performed by the Finance 
Committee and much still needs to be done to ensure that the committee is effective throughout 
the financial year and exercises oversight not only on the budget but the overall financial 
management at the municipality and advice / recommend to Council accordingly. 

Furthermore, there is a need for resuscitation of the MSA section 79 committee to assist Council 
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in playing its oversight role on the administration matters of the municipality. In terms of section 21 
of the MFMA the Mayor is required to table in Council ten months before the start of the new 
financial year (i.e. in August 2018) a time schedule that sets out the process to revise the IDP and 
prepare the annual budget. The Mayor tabled the required IDP process plan and budget timeline 
schedule in line with the applicable legislation. The IDP process plan and budget timeline schedule 
were tabled to Council during August 2018. 

As per the budget timelines all the department heads were asked to give their inputs on the annual 
budget. They were given until the end of November 2018, in order to allow the Budget & Treasury 
Office to undertake the technical compilation of the annual budget. The Budget & Treasury Office 
of the municipality under the leadership of the Chief Financial Officer prepared the draft budget, 
which will be tabled to Council at the end of March 2019 as stipulated in the MFMA. 

Council having approved the draft budget, the municipality must embark on the public participation 
process. Annual budget and IDP of the municipality will be placed at municipal offices and libraries 
and communities and relevant stakeholders were requested to provide inputs on the tabled budget. 
The Mayor, assisted by Councillors and Municipal Officials will embark on the community 
consultations at various wards within the municipality. 

The public participation processes is used as an arena for co-management in which the community 
and the municipality decide together where and how the resources will be allocated. Furthermore, 
it is the objective of the municipality to move away from informing the community about what it 
plans to do, but rather to allow the community to influence development and resource allocation. 


2. OVERVIEW OF THE ALIGNMENT OF ANNUAL BUDGET WITH INTEGRATED 
DEVELOPMENT PLAN 

The annual review of the Integrated Development Plan is a legislative requirement in terms of 
section 34 of the Municipal Systems Act. It stipulates that a Municipal Council must review its 
integrated plan annually in accordance with an assessment of its performance measurements in 
terms of section 41; and to the extent that changing circumstances so demand; and may amend 
its integrated development plan in accordance with a prescribed process. 

The Annual Budget and the IDP are inextricably linked to one another, something that has been 
formalised through the promulgation of the Municipal Finance Management Act in 2004. In 
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compliance with the Municipal Structures Act and Municipal Finance Management Act the 
municipality’s budget must be informed by and aligned to the IDP objectives. The budgetary 
allocations for both capital and operating expenditure need to be undertaken in a manner that will 
not only ensure that the IDP outcomes are achieved but also leads to the municipality’s vision 
being realized. This ensures that the IDP directs the development and implementation of projects. 

Over the years, Auditor General has been raising exceptions that the Integrated Development Plan 
and Annual Budget are not aligned to each other. Furthermore, the Key Performance Indicators 
were not measurable and with no target dates. The performance management system is also not 
effective at the municipality as there is no dedicated unit or official entrusted with performance 
management. This in essence affected the audit opinion of the Auditor General on the 
predetermined objectives (although this was not necessarily expressed / reported in the audit 
report). 

For the 2019/20 financial year, quite substantial effort has been devoted towards ensuring that the 
Integrated Development Plan and Annual Budget are aligned as required by the MFMA. The 
process of reconciling financial plan to its Integrated Development Plan created a whole new 
method of budgeting at the municipality. Council will in the future ensure that priorities within the 
budget are focused towards its strategies and objectives. 


3. MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS 

Performance Management is a system intended to manage and monitor service delivery progress 
against the predetermined strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for Managing 
Programme Performance Information, the municipality has reviewed and will operationalize its 
performance management framework. The following diagram further explains the process of 
planning, budgeting and reporting in Municipal environment (Graph - Planning and Reporting 
Cycle). 


w/Mr/m’/mr/m’/m’/M’/Mr/f 
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A concentrated effort was made during the IDP review to ensure that it contains measurable 
performance objectives. From the measurable performance objectives, key performance 
indicators will be deduced to be included in the service delivery and budget implementation plan 
when it is submitted to the Mayor for approval (subsequent to the approval of the IDP and MTREF 
by Council). 

In line with section 69(3) (a) of the Municipal Finance Management Act, which requires the 
Accounting Officer to submit a Service Delivery and Budget Implementation Plan (SDBIP) to the 
Mayor no later than 14 days after the approval of the budget and drafts of the performance 
agreement as required in terms of section 57 (1) (b) of the Municipal Systems Act, plans are in 
place to ensure compliance with this prescript. 

The Service Delivery and Budget Implementation Plan will provide a vital link between the Mayor, 
Council (executive) and the Administration, and facilitates the process for holding management 
accountable for its performance. It is the intention of Management to properly formulate the SDBIP 
to ensure that appropriate information is circulated internally and externally for purposes of 
monitoring the execution of the budget, performance of senior management and achievement of 
the strategic objectives set by council. The table below shows the performance indicators of the 
Municipality. 


43 I P a g e 






























3.1. Performance indicators and Benchmarking 


The following ratios are the analysis of performance of the Municipality for 2019/2020 

3.1.1. Current Ratio 

The current ratio measures the ability of the municipality to pay off its short term liability, the ratio 
should be 2:1, to assets, however, the ratio of Tswelopele Local Municipality is almost 1.4, and 
this is not a good sign and the municipality may in future struggle to settle its liabilities. This was 
also evident in the last two financial years where the Office of the Auditor General has raised 
concerns around the going concern of the municipality. 

3.1.2. Gearing 

Gearing measures to what extend are the operation of the Municipality financed form Borrowings, 
and the gearing of the Municipality is zero (0), and this is a good sign, because it shows that the 
Municipality is not relying on borrowings. 

3.1.3. Creditors Management 

The municipality anticipates that it will be in a position to pay off its 100% creditors by the due date; 
this is in terms of section 65 of the Municipal Finance Management Act. The municipality entered 
into payment plan to service its long outstanding creditors. The anticipated performance of the 
municipality is on an acceptable level (although there is still a room for improvement). 


4. OVERVIEW OF BUDGET RELATED POLICIES 

Tswelopele Budget process is guided and governed by relevant legislation and budget related 
policies. The main purpose of budget related policies is to govern and guide process and inform 
the projections of the medium term. The following budget related policies: 

4.1. Review of credit control and debt collection policies 

The Municipality aims to increase the collection rate to a minimum of 85% of the billed revenue by 
the end of 2019/2020 financial year. The revenue enhancement strategy is expected to increase 
the collection rates close to 100% (when accounting for collection from previous financial year’s 
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debt). Despite a credible policy that has been adopted by Municipal Council for the 2018/19 
financial year, there has been a great challenge in terms of its effective implementation. Failure to 
adhere to the policy and ineffective procedures has led increase in debtors. Robust credit control 
will come handy for the municipality to collect the budgeted revenue and the current outstanding 
debtors. 

4.2. Asset management policy 

The Municipality fully implemented generally recognised accounting principle (GRAP 17) and a 
policy on asset management was approved by council during 2018/2019 financial year. The Asset 
Management policy is considered as a strategic guide in ensuring a sustainable approach to asset 
renewal, repairs and maintenance and is utilised as a guide to the selection and prioritisation of 
individual capital projects. In addition the policy prescribes the accounting and administrative 
policies and procedures relating to property, plant and equipment (fixed assets). There are no 
material revision on the policy for the next financial year (2019/20). 

4.3. Supply chain management policy 

The Supply Chain Management Policy was adopted by Council during 2007 and has been 
reviewed on an annual basis since then. The policy was further supplemented by the adoption of 
the Procurement Policy on Infrastructure during the course of 2017/18 financial year. There are no 
material revision on the policy for the next financial year (2019/20). 

4.4. Budget policy and virement policy 

These policies are aimed at guiding the municipality in terms of compiling a credible and funded 
budget as required by the MFMA and also to guide the municipality in terms of shifting of funds 
during the financial year. In addition to these policies, the mid-year budget assessment is used to 
guide and inform the mid-year performance review and adjustment budget process. 

The Municipality doesn’t have an adjustment budget policy as the adjustments budget process is 
governed by various provisions in the MFMA and is aimed at instilling and establishing an 
increased level of discipline, responsibility and accountability in the financial management 
practices of municipalities. There are no material revision on the policy for the next financial year 
(2019/20). 


v/mr/mr/mr/M'/Mr// 
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4.5. Banking and investment policy 


The cash management and investment policy was amended by Council for implementation during 
2019/20 financial year. The aim of the policy is to ensure that the municipality’s surplus cash and 
investments are adequately managed, especially the funds set aside for the cash backing of 
certain reserves and conditional grants that needs to be cash-backed. There are no significant 
changes effected to the policy. The policy was reviewed as far as the powers to make and redeem 
investments with various financial institutions. 

4.6. Tariff policy 

The municipality’s tariff policies provide a broad framework within which the Council can determine 
fair, transparent and affordable charges that also promote sustainable service delivery. The 
policies have been approved on various dates and a consolidated tariff policy is envisaged to be 
compiled for ease of administration that all proposed tariffs reflect the cost of providing such 
services. Over the years, the increase in tariffs was not always commensurate with the inflation 
rate. 

There were financial years where certain tariffs were not increased at all. This is currently having 
negative impact on the budget as the current tariffs are not cost-reflective. The need has aroused 
to increase the tariff with rate higher than the inflation to catch up with the years where increases 
were not implemented. The policy was reviewed to cater for estimates of meter readings where it 
is not possible to take the actual reading. The policy further accommodated the municipality to 
implement both the summer and winter tariffs on electricity service. 

4.7. Property rates policy 

Tswelopele Local Municipality’s property rates policy provides a framework within which the 
Council can determine fair, transparent and affordable charges that also promote sustainable 
service delivery, the policy is directly informed by section 229 of the Constitution of the Republic 
of South Africa and the Municipal Property Rates Act, act 6 of 2004. There are no material revision 
on the policy for the next financial year (2019/20). 

4.8. Indigent policy 
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The aim of the policy is to guide the municipality on the process of how to identify and register the 
indigent households in the Municipality. The indigent support policy was last reviewed during 
2018/19 financial year and this policy prescribes the threshold for indigent consumers as well as 
the free basic service component. The municipality has been experiencing problems where 
indigent consumers have been utilising services above the threshold thereby being unable to pay 
for the services, especially on water. There are no major changes to the policy other than the move 
to say, that only indigent household be provided with free basic electricity. There is a need for the 
development of free basic services policy and possible promulgation of the by-law. There are no 
material revision on the policy for the next financial year (2019/20). 

4.9. Bad debt write off policy 

The policy guides how and when the municipality should write off its debtors, the current debtor’s 
book is over R 70 million, and it is in the light of the above that the policy was reviewed. There are 
no material revision on the policy for the next financial year (2019/20). 

4.10. Other related policies 

Municipality has also reviewed the following policies which have direct impact on the annual budget 
of the Municipality: customer care policy; unallocated deposit policy; petty cash policy; subsistence 
and travel allowance policy and unauthorised, irregular and fruitless & wasteful (to be first 
discussed at Municipal Public Accounts Committee). Soft copies of the policies may be requested 
from the corporate services department of the municipality. 


5. OVERVIEW OF BUDGET ASSUMPTIONS 

The budget was prepared on the incremental budgeting process with the assumption that goods 
and services as previously budgeted will increase by a certain percentage which is more than the 
current CPI and zero based budgeting mainly on Petrol. The following tariffs were increased; 
Sewerage 6.5%, Refuse 6.5%, water 6.5%, Electricity 13% and property rates 6.5%. Salaries are 
budgeted for an increase of 6.5%, this is informed by South African Local Bargaining Council 
collective agreement on salaries. National Treasury MFMA circulars were used for other 
assumptions of the budget and the following are some of the assumptions made: 

1. Economic climate and poverty levels within the municipality will remain the same / constant 
for major part of the financial year given the limited economic activities with the vicinity; 
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2. Cash flow projections will be strictly maintained to ensure the municipality’s ability to meet 
its financial obligations; 

3. No allocations as per the 2019 annual Division of Revenue Act will be withheld / offset by 
the National Treasury or paid back to the National Revenue Fund due to non-spending/non¬ 
compliance to conditions of the grants; 

4. Operational costs will be maintained at current levels or reduced as cost containment 
measures and where there is material decrease in revenue collection rate, expenditure will 
have to be reduced at the same proportion; 

5. Filling of vacant posts will be prioritised taking into account the cash flow projections of the 
municipality. 


6. OVERVIEW OF THE FUNDING OF THE BUDGET 

MFMA section 18 states that the expenditure of the budget may only be funded from: Realistically 
anticipated revenue to be collected; cash-backed accumulated funds from previous years’ 
surpluses not committed for other purposes and borrowed funds, but only for capital budget 
referred to in section 17 (2). Tswelopele local municipality operating budget totals R156 million 
and is funded from: grants and subsidies; service charges and other revenue. The capital budget 
of the municipal totals R16.4 million and is funded from Municipal Infrastructure Grant. 


7. EXPENDITURE ON ALLOCATIONS AND GRANT PROGRAMMES 

Total Grants Allocated to Tswelopele Local Municipality are disclosed on table SA18. The following 
is the overview of the grants to be received in the 2019/20 financial year. 


7.1. Financial management grant 

Total allocation to Tswelopele Local Municipality is R 1 970 000 and the condition of the grant is 
that the municipality must appoint five (5) financial interns. The municipality has appointed 5 interns 
(one resignation has been realised during June 2019) and the stipends will be R 720 000. The 
grant is used for training of the municipal budget and treasury office officials, the grant will also be 
used to fund Standard chart of account (SCOA) Project. 
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7.2. Municipal infrastructure grant 


The total allocation is R16 488 000 and this amount will be spent on the following projects: 
Construction of cricket pitch; Construction of a 2km paved road and stormwater; Construction of a 
1.3km paved road and stormwater; Upgrading of Sportsfields; Construction of Toilet Structures & 
Sewer Reticulation and Connections - ext. 7 and 8 and Construction of high mast lights in both 
Phahameng and Tikwana. The amounts per project have been highlighted in the earlier part of the 
budget process. 

7.3. Expanded public works grant 

As per the division of Revenue Act, the Municipality will receive R 1 319 000 for EPWP projects. 
History has shown that the grant is not sufficient to cater for meaningful creation of job 
opportunities. 

8. ALLOCATIONS MADE BY THE MUNICIPALITY 

Tswelopele Local Municipality uses equitable share to subsidise indigent households, the following 
table depicts this situation: 
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FS183 Tswelopele • Table A10 Basic service delivery measurement 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenues 

Expenditure Framework 

Outcome 

Outcome 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2017/18 

Budget Year 

+12018/19 

Budget Year 

+2 2019/20 

Households receivinq Free Basic Service 

7 




1 

1 





Water (6 kilolitres per household per month) 


11021 

11500 

11500 

ME 

ME 


11992 

11992 

11992 

Sanitation (free minimum level service) 


2900 

3215 

3 900 

mm 

■s 

MM 

5 500 

5 500 

5 500 

Eleclricity/other energy (50kwh per household per month) 


11021 

11500 

11500 

4 980 

4 980 

4 980 

5 500 

5 500 

5 500 

Refuse (removed at least once a week) 


2900 

3215 

3 900 

4 980 

4 980 

4 980 

5 500 

5 500 

5 500 












Cost of Free Basic Services provided • Formal Settlements (R'OOO) 

8 










Water (6 kilolitres per indigent household per month) 



2944 

2805 

3 086 

3 394 

3 734 

3 958 

4195 

4 447 

Sanitation (free sanitation service to indigent households) 



1695 

2 261 

3 044 

3 044 

3 044 

3 564 

3 920 

4 312 

Electricity/other energy (50kwh per indigent household per month) 



6035 

6518 

3 705 

3 705 

3 705 

5131 

5 645 

- 

Refuse (removed once a w eek fa indigent households) 


925 

1128 

1505 

2116 

2116 

2116 

2477 

2 724 

2 997 

Cost of Free Basic Services provided • Informal Formal Settlements (R'OOO) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total cost of FBS provided 


10 339 

11801 

13 088 

11950 

12 259 

12 598 

15129 

16 484 

11756 
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Every household is receives 6 kl of water and indigent households receive 50 kwh of electricity, 
and the households that are 100% indigent also receive free sanitation and free removal of refuse. 


9. COUNCILLOR AND BOARD MEMBERS ALLOWANCE AND EMPLOYEE BENEFITS 

The actual increase will be determined when the Government Gazette on the Upper Limits of 
Councillors is issued and the necessary processes as per the gazette will be followed prior to 
implementation. The Municipal System Act requires the Municipal Manager to develop a staff 
establishment for the municipality within a policy framework determined by the municipal council 
and subject to any applicable legislation. The Municipal Manager must submit the staff 
establishment to Council for consideration and approval. 

The Municipal System Act further requires the Municipal Manager to provide a job description for 
each post on the staff establishment and to attach to those posts the remuneration and other 
conditions of service as may be determined in accordance with any applicable labour legislation. 
The increase on employee benefit was according to the South African Local Bargaining Council 
collective agreement. In terms of the collective agreement, the municipality must fill all critical 
positions. 


10. CONTRACTS HAVING FUTURE BUDGETARY IMPLICATIONS 

In terms of regulation to the Municipal Finance Management Act, long term contracts are contracts 
that are more than 3 years and as such, the municipality do not have such contracts and further 
does not intend to enter into contracts that have future budgetary implications. In terms of the 
municipality’s Supply Chain Management Policy, no contracts are awarded beyond the medium- 
term revenue and expenditure framework (three years). In ensuring adherence to this contractual 
time frame limitation, all reports submitted to either the Bid Evaluation and Adjudication 
Committees must obtain formal financial comments from the Budget and Treasury Office. 

11. CAPITAL EXPENDITURE DETAILS 

The total allocation for the 2019/20 financial year is R 16 488 000 and this amount will be spent 
on the following major projects: Upgrading of Sportsfield; Upgrading of Roads; Construction of 
High Mast lights (Phahameng and Tikwana); Construction of Toilet Structures & Sewer 
Reticulation and Connections and Construction of cricket pitch. 


r/m'/m’/m'/m’/m'/m'/Mr/m’/m'/m'/m'/m'/Mr// 
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12. LEGISLATION COMPLIANCE 


Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 

12.1. In year reporting 

The municipality experienced some challenges with implementation of the municipal standard 
chart of accounts. Subsequently, there was none compliance with submission of in-year returns to 
the relevant stakeholders 

12.2. Internship programme 

Tswelopele Local Municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of the Financial 
Services Department. There is one resignation realised during June 2019. 

12.3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. The biggest 
challenge is filling of the critical vacant posts. Accordingly, this result in the municipality having to 
outsource some of the functions. 

12.4. Audit Committee 

An Audit Committee has been established and is fully functional. This committee convenes 
meeting and reports accordingly to Municipal Council. 

12.5. Service Delivery and Implementation Plan 

The detail SDBIP document is on a draft stage and will be submitted to the Mayor for approval in 
line with the prescripts of the MFMA. 

12.6. Annual Report 
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Annual report for the 2017/18 financial year was compiled in terms of the MFMA and National 
Treasury requirements. 

12.7. Integrated Development Plan 

The IDP of the Municipality were tabled on the 30th March 2019 together with the Budget of the 
municipality and is expected to be approved prior to the beginning of the 2019/20 financial year. 

12.8. Approval of the annual budget 

The Annual budget of the Municipality was tabled on the 30th March 2019 and is expected to be 
approved prior to the beginning of the 2019/20 financial year. 

12.9. Policies and bylaws 

The municipality has compiled the various policies as required by various legislations as well as 
the Municipal Budget and Reporting regulations. The challenge has been on implementation and 
adherence to such policies subsequent to their approval by Council. Bylaws are yet to be 
promulgated, currently at draft / compilation stage. 


r/m’/m’/m’/M’/Mr// 
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13. QUALITY CERTIFICATE 




LOCAL MUNICIPALITY 


A MUNICIPALITY IN PROGRESS 


P.O. Box 3 

Tel: 051 853 1111 

Bultfontein 

Fax: 051 853 1332 

9670 

e-mail: loaov@tsweloDele.ora 


MUNICIPAL MANAGER'S QUALITY CERTIFICATE 


I, MRE Mogopodi, the Municipal Manager of TSWELOPELE LOCAL 
MUNICIPALITY (FS 183), hereby certify that the Annual Budget and supporting 
documentation have been prepared in accordance with the Municipal Finance 
Management Act and the regulations made under the act, and that the annual 
budget and supporting documents are consistent with the integrated development 
plan of the municipality. 


Print Name: 


Signature: 


Date: 
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